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CHAPTER I 
INTRODUCTION 
Since 1950 the American econoiey has been characterized by a high 
degree of uti.lizaM.on of human and material resources, high levels of 
consumption and :tnvestment and by subsequent inflationary trends. 
Wholesale prices were rising between 1950-1956. Taking the period 
1947-1949 as a base of 100, wholesale rices, excluding those in agri-
culture, reached 122. 2 in the year ending 1956. If agricultural prices 
were included, index stocd at 114.3 in December , 1956. 
To combat inflation the t1onetary authorities have endeavored to 
limit the amount of central bank credit available to commercial banking 
system. 
Federal Reserve statements of policy have indicated th~t it is the 
end of the Federal Reserve t o check inflation through the restraint of 
bank credit only.I The price l evel tended to increase during the period 
of 1951-1956. I s this an indication of the failure of monetary author-
ities to check inf lation or is there some other explanation to this 
apparent contradi ction in the hypothesis that monetary policy is an 
effective tool for combating inflation? 
In March , 1951, there was an accord between the Treasury and the 
Feder al Reserve System: the Federal Reserve was to dis continue 
lBoard of Governors of the Federal Reserve System, Federal Reserve 
Bulletin (Washington, D. C. , August, 1957), p. 866. 
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supporting the nrices of Treasury securities . The reason f or taking the 
period from 1951 onwards is to see the effects of the weapons of the 
System when they were no longer affected by the necessity of supporting 
Treasury security prices. Moreover, the period should be long enough to 
examine the effects of the weapons used during a eriod of full employ-
ment and inflation; hence, the selection of six years from January, 
1951, t o t he end of December , 1956. 
In spite of the fact that the main concern is with monetary policy, 
it is not possible or even advisable to exclude the influence of fi scal 
policy. In order to have an effective program for economic stability, 
it is important that the actions of both central bank and fiscal author-
ities be coordinated. Consequently, some discussion is devoted to prob-
lcms of a fiscal nature, "S ecia.lly as they affect the general l evel of 
aggregate demand.2 
Chapter II describes the analysis and the consequent policies of 
the monetary authorities, while Chapter III shows the actual movements 
of the economic indicators. Chapter IV is an analysis and evaluation of 
the policies followed in accordance with the economic fluctuations of 
t he time . How effective "Were t he available weapons of the monetary 
authorities? Were the weapons adequate? Were they appropriate to the 
situation? Chapter V is a summary and conclusion of the findings . 
2The governmental spending, increase or decrease in that spending, 
deficit or surplus budget and government borrowing, etc., which may have 
an effect on the stock of money in the economy. 
CHAPTER II 
MONETARY WEAPONS, ITS USE AND DESIRED RESULTS 
Before going into the details of all of the measures taken at 
different times and the results achieved, it is best to show the differ-
ent weapons that the Federal Reserve System has to check different 
phases of the business cycle . Here we should know that other policies 
like f iscal policy , to affect fluctuations one way or the other , apart 
from monetary weapons are equally important in the present economy. 
When federal expenditures are at about 72 billion dollars or even more, 
a change in fiscal policy can have a consider able effect on the economy; 
it can not be ignored. 
The following are the weapons of the Federal Reserve System: 
changes in reserve requirements in discount r ates and in open market 
operations. At various times attempts have been made by t he Federal 
Reserve System to combat infla t ion and so I have tried to show the meas-
ures t aken by the System during these six year s to combat it. One point 
of importance is , was i t an inflationary per iod or not? Here I would 
agree with the authorities that the period was one of a mild inf lation 
excepting a mild recession of 1954. There was full employment or per-
haps more than full employment , and the wholesale prices of the commod-
iti es and stock prices were going up at a high level , especially during 
1955 and 1956. Nineteen hundred and f ifty-four was , however, a year 
when economic growt h was temporarily checked and there was a little fall 
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in industrial production with a slight rise in the unemployment figures . 
Hence, it may rather be called a mild recession, though more appropriate 
a word may be a tempor ary check of expansion and inflation. However, 
this recessi on was very mild and the employment and pr i ces expanded once 
again by the middle of 1954 with i ncreasing production (undef lated) . 
Dis count Rate 
There are many kinds of interest r ates as there are many kinds 
and grades of loans and investments . Traditionally, Reserve Banking 
operations are not directed toward establishing any particular level or 
pattern of interest r ates. Rather, they are aimed at expanding or con-
tracting the flow of Reserve Bank credit as needed to maintain general 
economic and financial stability. Reserve Bank discount r ates have a 
relationship to the cost of credit generally. Since Reserve Bank 
advances are extended on short-term pa er of pr ime quality , the 
relationship between the discount rate and other market rates is closest 
in the short-term prime credit area.l 
When the demand for credit is high , the Federal Reserve System may 
be dir ected to make credit costly and increase discount r ates which may 
possibly contract credit . Adjustment of rates depends on the Federal 
Reserve policy for making a sound and s trong credit development. 
In Januar y, 1951, the effective dis count rate was 1-J/4 percent per 
annum. Changes in discount rates were as follows during t hese six 
year s : 
lBoard of Governors, The Federal Re serve System Pur poses and 
Function, pp. 112 and 143. 
TABLE I 
CHANGES IN DISCOUNT RATE* 
Month Rate 
August , 1950 1-3/ 4 
January, 1953 2 
February , 1954 1-3/4 
April, 1954 1-1/2 
Apr il , 1955 1-3/4 
August , 1955 2 
September, 1955 2-1/4 
November , 1955 2-1/ 2 
April, 1956 2- 3/4 
August, 1956 3 
*Som•ce: Federal Reserve Bulletin , November, 1957, p . 422. 
Here below is a discussion of the changes t hat took place in the 
di s count rate. As there was no change in discount rate in 1951 and 
1952, the discussion is omitted of the sit uation of 1951 and 1952, in 
this particular section. Therefore, the changes are discussed only f or 
the year s 1953 , 1954, 1955 and 1956. 
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Early in 1953 , when heavy utilization of productive resources and 
str ong credit det00.nds presented an inflationary threat, Federal Reserve 
policy was directed toward restraint of excessive bank credit expansion. 
I n J anuary the discount rate was raised to 2 percent from 1-1/3 percent . 
Member banks were borr owing large amounts from Reserve Banks in order to 
6 
maintain their reserve position, and under these conditions banks became 
willing to muke or renei..,r loans. 2 
Total deposits and currency in December, 1952, were 200.4 billion 
dollars and in J anuary, February, March, April and May , 1953 "Were 
respectively 198.2, 197. 4, 196. 9, 195.4 and 195.3 billion dollars. 
Every year there is usually a seasonal fall in total deposits and cur-
rency in January and February , but in 1953, the fall in this item was 
continuous until the end of May. This ext ,nded decline in the stock of 
money (and here t he writer would include time deposits a:s well as demand 
deposits) came primarily through declines in demand deposits . Thi s fall 
may be attributed to the Federal Reserve discount olicy. 
In late 1953 and in Januar y, 1954, member banks were l e rgel y out of 
debt to t he Federal Reserve. Early in 1954 with crertit demands remain-
ing s l ack and with the Federal Reserve policy continuing t o be directed 
toward credit ease, the Director of Federal Reserve Banks, with approval 
of the Board of Governors, reduced discount r ates from 2 percent to 
1-3/4 percent. This action to bring the discount r ate to 1-3/4 percent 
also had the effect of bringing the discount r ate into closer alignment 
with prevailing market rates of interest.3 
There was a reduction in discount rates in February and April, 
1954, but like any other year, there was a fall in total deposits and 
currency and loans and investments in January, February and March, 1954. 
However, these figure s started going up in April , 1954. Gross national 
product, national income and employment figures fell in 1954, leading to 
2Board of Governors of the Federal Reserve System, Federal Reserve 
Bulilli!l (Washington, D. c., February, 1954), p . 119. 
3Ibid . 
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a reduction of discount r ates and reserve requirements during this year. 
There was a reduction effective from February , 1954. This decrease in 
the minimum buying r ate was in recognition of t he existing mar ket con-
ditions and developments and was made in accordance with t he Committee ' s 
general policy of actively pr omoting a condition of ease in the money 
market . 
1955 and 1956 
Between the third quarter of 1954 and 1956, gross national product 
had ris en 52 billion dollars . Industrial production went up. The t ask 
was to check the inflationary tendencies and at the same time to con-
tinuc t he increase in production. During both years t here were still 
upward trends in the level of prices. But to check the inflation, the 
measures t aken by the System consisted only of rises in discount rates, 
four times in 1955 and t wice in 1956. 
Reserve Requirement 
A member bank is required to keep as reserve on deposit with a 
Federal Reserve Bank t he f ollowing percentages of its deposits : 
TABLE II 
RESERVE REQUIREJ.1ENTS 
Existing 
Minimum Maximum December 31, 1950 
Central Reserve City Banks 13% 26% 22% 
Reserve City Banks 10% 20% 18% 
Country Banks 7/o 14% 12% 
Time Deposit (all banks) » 6% 5% 
8 
The upper limits and lower limits are so fixed that t he System is 
permitted to change the requirements between the two extremes. For 
f ixing the limits of the reserve requirements, cl.as ification of member 
banks is made as Central Reserve City Banks , Reserve City Banks , and 
Country Banks . The flexibility of these requirements gives the System 
power to change them acc ording to the need to check business fluctu-
ations in the economy. Total borrowing by member banks from Federal 
Reserve Banks on December, 1951, was 17,391 million dollars out of which 
1,027 million dollar s were excess r eserves and 16, 364 million were 
required reserves. 4 
During these six year s reserve requirements wer e changed four 
times--in January, 1951; June, 1953, and twice in 1954, in June and 
July. The changes were as follows: 5 
TABLE III 
CHANGES IN RESER.VE REQUIREMENTS 
J anuary 
1951 
Central Reserve City 22-24% 
Reserve City 18-20% 
Country 12-14% 
Time Deposits 5-6% 
4Ibid., March, 1951 , p . 290. 
5Ibid., November, 1957, p. 1238. 
July 
1953 
22% 
19% 
13% 
6% 
June 
1954 
5% 
July 
1954 
20% 
18% 
12% 
The reasoing behind t he change :in 1951, according to the Bulletin, 
"W"as a further step toward restraining inflationar y expansion of bank 
credit in accordance with the s tatement issued by the Board on 
9 
August 18, 1950, that the Board and Federal Reserve Open Market Com-
mittee were prepared to use all the means at their command to restra:in 
further expansion of bank credit consistent with the policy of ma:int ain-
i ng orderly conditions in the government secrurity market. 
The increase was timed so as to absorb reserves coming into t he 
banks from t he pos t-holiday return fl oi1 of currency . The effect of this 
increase in re serve requirements was to raise the r equir ed reserves of 
member banks by a total of approxima tely 2 billion dollars which , under 
our fractional reserve system, would otherwise be the basis for about a 
sixfold increas e in bank credit in the banking system as a whole. 
Due to t hi s change, the amount of required reserves increased from 
16,509 million dollars in December, 1950, to 18,367 million dollars in 
March, 1951. 
6Ibid., January , 1951, p . 13. 
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TABLE IV 
REQUIRED AND EXCESS RES£RVES 
Reguired Excess 
(Million Dollars) (Million Dollars) 
December, 1950 16,509 1 , 172 
J anuarJ, 1951 18, 047 927 
February, 1951 18,366 700 
March, 1951 18,367 647 
Total deposits and currency still went on increasing; there was no 
fall in that figure. 
Jul:v, 19537 
In July, 1953 , there was a reduction in reserve requirements . The 
reason given in the Federal Reserve Bulletin for this reduction was to 
make available the reserve funds necessary to meet the essential needs 
of the economy, to help maintain the stability of the dollar, and to 
assure that seasonal needs would be met without undue strain on the 
economy. The reduction was preceeded and accompanied by open market 
purchases of Treasury bills by the Federal Reserve totaling more than 1 
billion dollars. 
At that time there were indications that Federal Reserve monetary 
measures were beginning to have a more restrictive effect than was 
appropriate for carrying out the general objectives of economic stabil-
ity. 'l'hese effects were beginning to appear in the capital market. 
7Ibid., July, 1953, p. 689. 
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Demand for credit and capital was exceptionally strong in the late 
months of 1952 and in most of the first half of 1953. New secmrities 
issued by corporations and state and local governments aggregated about 
7.5 illion dollars during the first half of 1953. Demand for both 
mortgage credit and consumer credit was going up. 
Although the Treasury was not a net borrower in the first half of 
1953, there ms growing recognition during the period that Treasury 
receipts were lagging behind budget estimates while expendltures were 
continuing to rise and that the federal fiscal outlook was more unfavor-
able; hence, federal borrowing would robably be substantial in the 
second half of the year. 
~8 
There was a reduction in the requirements of Central Reserve City 
Banks for demand deposits and for tim deposits in June, 1954. In the 
period 1952-1953, reserves were supplied through Federal Reserve open 
market operations to meet the seasonal and growth needs of the economy. 
In m.id-1953, these operations were reoriented toward combating the 
deflationary demands then developing. As economic activity began to 
recede, the Syst,em 's operations were further modified toward promoting 
credit ease. In May and June, 1954, the Federal Reserve System supplied 
banks vith additional reserves through purchases of government secur-
ities in order to maint ain a condition of ease in credit and capital 
market. The reduction in reserve requirements was tnade in anticipation 
of demands on bank reserves during the summer and ±"all by taking into 
account probable private financing requirements, including the marketing 
8Ibid., July, 1954, p. 681. 
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of crops and replenishment of retail stocks in advance of the demands 
during the f all and Christmas sale seasons as well as Treasury financing 
needs . 
Looking to the seasonal demands during surmner and f all, there was 
an increase in deposits and currency , investments and loans, Federal 
Reserve holdings and consumer credit during the years 1952, 1953 and 
1954. Every year these figures rose from June to December e.nd fell in 
Jamv1ry. However, there was a greater difference in tota l deposits and 
currency, and loans and investments between figures of December , 1953 
and 1954 in comparison to the dif fer ence between December , 1952 and 
1953.9 T' is shows that demand for credit was more in the second half of 
1951+ compared to t hat of 1953, a result probably due to credit ease in 
1954. 
Open Market Oper at ions 
Open market operations ref er to buying and selling securities in 
t he open market by t he Federal Reserve Open Market Committee.10 Say, if 
credit is to be contr acted, the Corl'.II!littee orders the sale of securities , 
so that money will be absorbed f rom the economy. With the purchase of 
these securities, cash and deposits of commerci 1 banks will go down in 
a manner roughly proport ional to the amount of the sales of securities . 
Public holdings of securities will increase and lead to a contraction in 
credit . If, on the other hand , credit is to be increased, the System 
9see Appendix I . 
10i3oard of Governors, 'rhe Federal Reserve System Pur poses fil!!i 
Functions, p. 38. 
may buy securities increasine the amount of money in circulation and 
making credit conditions enElier in the market. 
1.3 
From January, 1951, total Federal Reserve holdings started going 
up. From an amount of 23,051 million dollars in Janu&.ry, it reached 
25 ,009 million dollars in December, 1951. During 1952, c ompai~ed to 
1951 , the total holdings were more by about 900 illion dollars . During 
1953, t ot al holdings increased by about 1 ,500 million dollars . Since 
1951~, there was a reduction in averago of total holdings ' nd it did not 
rench the heights of 1953 unt:i.1 the end of 1956. 
From the later half of 1954 to December, 1956, there "WaS an 
increase i.n infl.1tiona_y t-.nd.enci<3S wit h increasing pr:i.ces . Tho policy 
Yas one of credit restraint which checked the inflation from being 
seve~e. The Federal Reserve holdings during all of the months in 1954, 
1955 and 1956 were approximately the same. The fluctuation in holdings 
was only about 500 million dollars uhich was mainly to eet seasonal and 
fiscal needs. In December, 1954, Federal Reserve holdj_ngs of securities 
were 26,317; in December, 1955, 26 , 853; and in December, 1956, 27,156 
million dollars. This :3hows that the policy as quite tight. These 
heights in December indicated mainly the seasonal demands which were 
going up. (However, these figures a r e seasonally ad,iustecl .) 
Before going into an examination of policy, it is per haps best to 
see t he figures of the Federal Reserve Banks ' loans and securities which 
are given in the folloving table: 
Year Total* 
1951 23,045,707 
1952 23.,93.3,643 
. 195.3 25,438,684 
1954 24,866,567 
1955 24,570,401 
1956 24,563,300 
TABLE V 
RESERVE BANK HOLDINGS OF LOANS AND SECURITIES 
(Thousand Dollars) 
u. s. Government Discount and 
· Seeuri ties Industrial Loans Adw.nces 
-
22,748,210 4,646 292,770 
23,126,674 . 4,635 002,.3.34 
24,657,902 3,185 777,595 
24,648,691 1,179 216,697 
23,891,220 007 666,157 
23, ?oS,594 837 83.3,297 
*Based on the holdings at opening of business. 
Acceptances 
81 
12,422 
20,662 
Sourae; Board of Governors of the Federal Reserve System, Annual Report Covering Operations 
f'or the Year, Washingto11, D., C., 1951-1956. 
t'. 
... 
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The above table givei3 an idea as to what uere the a.ctual holdings 
of the Federal Reserve System during each year using an average of the 
daily figures.. The policy followed from time to t.im.e was different 
according to the condition of the eeonom;r. Here below is the policy 
followed by the System during these SL"'C years. 
In 1951, the policy 1:sras to artange f o:r such transactions for the 
System's open market account either in the open market or directly ·with 
th0 Treasury as m,<ay he· nee es sary in the light of current and prospective 
economic conditions ari.d the g<:Bm;iral credit situatiol:1 of the e01.mtry 1d.th 
a new to exercising restraint, upon i11flatio11ar:y developments. 
Bet1-feen Ji:1.ne and September, 1952f Federal Reserve System purchases 
of securities during this period were made principally at times of 
Treasury financing.. The timing of such purchases, therefore, was not 
always what appro;oriate credit policy uould have suggested. During the 
l~st week of December, 1952, Federal Reserve purchases of govermn.eut 
seeUI'ities under repurchase agreements rose to almost 900 million dol-
le.rs compared with .just .300 m."i.llion dollars a yeo.r ea.rliere The Com ... 
mittee suggested: 
During 1953, the policy should be in the light of' current and prospec-
tive economic conditions and the general credit situation of the countey 
with. a view (a) to relating t,he supply of funds in the mRrket to the 
needc3 of commerce and businesi'\\, (b) to avoid deflationary tendencies 
uithotrl:. encouraging a renewal of inflations:ry developments, and ( c) to 
correct a d:tsorderly situation ln go,rernment security market.:Ll 
lluoard of' Governors of the li'ederal Reserve System, Fortieth Anrn,:mJ. 
Reno!'.t ~ QR.era't1~ fu! ~ ~ 12.il, p. 92. 
16 
By the end of 1953 the policy adopted was mainly to create ease in 
the money market. 
~ 
The Open Market Committee's review of the economic situation in 
1954 showed that the recessionary tendencies which had appeared in the 
second half of 1953 were continuing. Industrial production had 
decreased by about 8 percent from the high levels of April-August, 1953, 
and other important measures of activity had shown similar declines 
although commodity prices had been relatively stable. 
Until the end of 1954., the Committee did not feel that a policy of 
credit restraint was called f.or at the time. During this year the 
policy was to follow an easy money policy since recessionary forees 
were particularly strong in the first half of the year. In the second 
half of 1954 the conditions were improving. 
1222 
During 1955 the goal was ·l:,o mairitsin eonditions in the money market 
which would encourage recovery and avoid the development of unsustained 
expansion. The Committeers review of the economic situation indicated 
that the expansive forces had continued generally strong, both domes-
tically and. abroad, during the opening months of 1955. Recovery was 
well advanced from the recessionary low of Ill.id-1954, but industrial 
activity was still slightly below the previous peak reached in mid-1953. 
In June, 1955, the Committee recogn.1zed that monetary policy was only 
one of the factors influencing the level of demand for goods and 
services .. 
From August, 1955 through 1956, the committee followed a clear-out 
policy of' restraining in.:tlationary developments.. Total holdings of 
17 
securities by the System in 1954, 1955 and 1956 were 24,866,567; 
24,570,401 and 24,56.3,300 thousand dollars. On the other hand the rise 
in the total stock of money in 1955 and 1956 was less than in 1954. In 
1955, the rise in the stock of money was 6.2 billion dollars and in 
1956, 5.4 billion dollars. In this period the discount rate was 
increased, reaching 3 percent in August of 1956. The Open Market Com-
mittee was directed to restrain inflationary developments in the inter-
est of sustaining economic growth by taking into account the 
deflationary tendencies in the economy. 
The Committee always tried to avoid any action at the time of 
Treasury financing which may disturb stability in the money me.rket. It 
was suggested that while monetary policy could not be expected. to 
aehiev~ all the tasks of combating inflationary pressures, the System 
could be derelict in its duty if it did not exercise additional 
restraint in this situation.12 
The increase in the discount rate in April, 1956, had been follc,wed 
by a period of severe pressure in the money market which the Committee 
had relieved somewhat by open market operations in late May and June. 
In May total Federal Reserve holdings were 25,237 million dollars, and 
it increased to 25,516 and 25,599 million dollars in June and July. The 
Committee did not believe, however, that this was the time for clearly 
' increased restraints because the rise was not too significant due to the 
tight money policy followed during 1955 and 1956. 
12Forty~second Annual.Report, 1955, p. S9. 
"'It did not appear t,hat credit restraint thus far adopted had been 
too SEnrer.e. u Row<'f'J"er, in the autumn of 1956 the Co:romittee, thought that 
credit expemaion had been checked and the credit restraint was the most 
effective at this time than :<Jany other time in the past two years.13 
'l'he Committee suggested the following in December, 1956: 
The review of the domestic businesses and financial situation i11dicat.ed 
need for continued restraint on credit expansion in the near future, 
although it did not appear that additional restricting measures were 
necessary. Industrial production and prices had continued to advance 
over. recent rnonths, raaching new high levels. Increases in both pro-
duction and prices had been widespread. Unemployment was low, G. I~ .. P. 
had continued to risa and expa.nsion in capit11l equipment expenditures 
had been g"i"eater than anticipated early in the year.14 
lJrhe ef'f'e.cts of the tight money policy were visible in the latter 
part of 1957 which shows that, the policy was tight enough to check 
inflation before it became severe. 
THE NOVEMENTS OF ECONOMIC UIDICA'I'OF£ 
:l'o study i::,he behavior of the economic :tndicators from 1951 to 1956" 
it is necessary 'to te.ke some of the monthly figures into considers.tion. 
By checking some of' the mcnth.ly .figures of important economic indi-
cators, it nia.y be easier to examine the effects of the :monetary weapons 
when thoJr were used. The operations of the weapons were as follows; 
in January, 1951; reserve requirements we1·e increased, and iu Jvne and 
July, 1954, they were reduced. There were increases. in discount rates 
in J'anuary, 1953; April, Augu.st, September and November, 1955; and April 
and August, 1956.. Tho discotmt rate was reduced in February and April, 
1954. 
Gross national product ·went up .in 1951, 1952 and 195.3. Taking into 
account the rise in the G.,!lf .P. in real terms, i.e., il1 wholesale prices 
of' each yer.n•, the g:r•oss national prod.uct stood at 285.9, 310.3, 329.8, 
327.4, 353.8 and .362 .. 5 billion dolls.rs i..u each year.. Taking the 193?-
1939 as 100, it stood at 328.2, Jth.L}, 363.2, 361.2, 391 .. 7 and /;l.t., •. 7 
b::l.llion d.olla.rs in (1ach year from 1951 o:nward. 
The pric(;: level in 1951, 1952, 1953, 1954, 1955 and 1956 of all of 
the commodities (excluding agriculture) stood at 115.9, 113.2,, 114.0, 
114.5, 11'1.0 and 122.2 respectively. Hat.ional income went U-iO :from 2'17.0 
billion dollars in 1951 to 302 billion dollars in 1952 1,Tith unemployment 
levels as low as 1.6 million in 1953. 
19 
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Nineteen hundred and fi~y-four was a year of :mild recession. 
Unemployment rose to 3.2 million; however, wholesale prices went up by 
0.5 percent. Industrial production fell from an index of 1.34 in 1953 to 
125 in 1954. In 1954, governmental expenditure fell by 6. 5 billion 
dollars.; 
Total deposits and currency went up in each year by 10. 5, 5.2, 9.1. 
6.2 and 5.4 billion dollars from 195i onward. 
'.the fignres of total ·assets of life insurance and saving and loa11 
assoeiationsv and corporate dividends and current assets -went up in each 
year from 1951 through 1956. 
The recession of 1951 .. might have mainly resulted from. two possible 
factors: 
1. Fall in governmental spending by· 6. 5 billion dollars. 
· 2. An inventory read.justment o.f indust1"ies, especially in automobile 
and steel. 
In 1955, budgetary spending fell by 3.2 1Jillion dollars. However, 
that did not affect production in 1955, .and there was an in_creas~ in the 
gross national product by 30.5 billion dollars (undefiated). Rises in 
the wholesale prices proceeded at a ver1 rapid rate, increasing by 2 .. 5 
percent in 1955 and 5.2 percent in 1956. 
The following is a detailed examination of some of the important 
eeonomie indicators: 
Gross National Product 
Nineteen hundred and fifty-one was one of the years of the Korean 
War.· Inflationary pressures were high; gross national product and 
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almost all of the components in it.went up. Gross national product was 
328.2 billion dollars in 1951. In January, 1951, t-here was an increase 
in reserve requirements; however, the upward trend of production con-
tinued in that year. The increase in production in 1951 amounted to 
45.6 billion dollars (undeflated). 
~ 
During 1952, gross national product incr.eased by 18.2 billion 
dollars. Monetary policy was continued as it was in 1951; extra 
measures were not taken. The expansionary forces with high demands for 
goods and services were strong, and. production was inoreasl11g. 
1qineteen hundred and fifty-three was a year of readjustment after 
the end of the Korean War. Demands for goods and services were high; 
hence, production increased and gross national product went up by 16.8 
billion dollars. In February, 1953, there ltas an increase in the ilis"." 
count rate, but the upward movement continued. 
~ 
There was a mild reeession in 1954. Twice there vere reductions in 
reserve requirements, once j.n June and again in July. The discount rate 
fell to 1-1/2 percent. Gross national product fell by 2 billion 
dollars, but there ·was no fall in the price ind.a.~. The fall in gross 
national product came mainly from a drop in gross private domestic 
investment and government purehases of' goods and services.. Nineteen 
hundred and fifty-four vas a year of inventory readjustment, and con-
sequently, there was a fall in steel and automobile production. All of 
these factors accounted for the fail in gross national product. 
The demand tor U. S. goods and services in national and inter-
national ~;rkets was high; and therefore, prcduation and employment 
increased in 1955 •. The demand for goods came maiul;v at the expense of 
disse.ving.,,. Gross national product went up by 30. 5 billion dollars. 
Personal consumption expenditure went up by 17.S billion dollars. 
~ 
Gross national product -went up·by 23.0 billion dollars in 1956. 
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Nineteen hundred and :fifty-five and 1956 both were inflationary- years. 
Almost all of the eoonomic indicators expanded and unemployment fell to 
2.5 million. Personal consumption ·expenditures increased by 12.8 
billion dollars., 
Total Deposits and Currency, Total Loans and Investments 
The examination of the stock of money and the volume of credit is 
very interesting ~nd important because monetary weapons, in one way or 
the other, should have a direct effect on these indicators. Total 
deposits und currency, loans and investments and consumer credit went on 
increasing from year to year in the period under conaidera tion. 
1951 
In January, 1951, there was an increment in. reserve requirements; 
still, however, total deposits and currency increased by 0.1 billion 
dollars in February and remained at this level until the end of March, 
1951. There was no inorease in total loans and investments in February 1 
but there was an increase in March, 1951 by 0,.7 billion dollars. 
Instead of these figures going down, there were increas~s .. By the end 
of 1951, total loans and investments bad increased by 7 .6 billion 
dollars and total deposits and currency by 10.0 billion dollars .. 
. ~ 
2.3 
During 1952, there wa.s an increase of 10.4 billion dollars in total 
deposits and currency and an increase of 11.0 billion dollars in total 
loans and investments. The expansion was at a greater rate than in 
1951. No extra monetary measures were taken during 1952 to tighten 
credit to a greater extent; the policy followed in 1952 was primarily 
the same as 1951. 
In Ja:i;iua.ry, 1953, there was an increase in the discount rate by 
1/ 4 percent bringing the total rate to 2 percent.. This increase led to 
a fall in the stock of money and loans and investments in the months of 
February, March_, April and May. Usually there is a seasonal fall in 
these figures in January, February and March, but in 195.3, they also 
fell .in April and May. It is likely that this rise in the discount rate 
had an effect or checking expansions in the stock or money. Consumer 
credit, on the other hand, took ·its usual seasonal fall in February by 
an amount of 4 million dollars. 
In 1954, there · was a. mild recessi01'1,. DirJcount rates fell in 
February and April; reserve requirements were reduced in June and July, 
and total deposits and currency started going up in May and continued 
rising until the end of the year till they were 8 billion dollars higher 
than the December, 195.3 figures. Total loans a.nd investments started 
going up from. April, 1954, so that in December, 1954, they were higher 
by 10.2 billion dollars than the previous year. Evidently, the 
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expansion was continuous and perhaps aegravsted by the easing of credit 
in the economy. 
~ 
The discount rate rose during April, August, September and 
November. However, during most of these months total deposits and cur-
rency and loans and investments expanded. Loans and investments rose by 
5.2 billion dolle.rs, and the· stock of money rose by 6.2 bil_lion dollars. 
This would tend to indicate two thit'lgs: 
1. The expansionary fqrce in the economy. 
2. The tightening of oredi t was not strong enough. 
~ 
Discount rates rose in April a.rid Ifovembor of 1956. The rate o"f 
expansion was slightly eheeked. In May there was a fall in the stock of 
money by 2.0 billion dollars .and a fall in loans and investments by o.8 
billion dollars. In December, 1956, figures £or these indicators were 
higher by 5 .. 6 and 4.2 bill,io11 dollars, respectively, than in December, 
1955, but the rate of expansion was lower.. Possibly this shows that the 
change in discount rates had some eff'eet in checking the expansion of 
total deposits and currency. 
Government Spending 
In spite of the f"act that the main concern is with the monetary 
policy, it is necessary to include the influences of fiscal policy. In 
order to have an e:f:fective program for economic stability, it is imp?r-
tant that the actions of both fiscal, and monetary authorities be coordi-
nated. 
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1951, 19.j~ and 1953 
Nineteen hundred and fifty-one wa.s a budgetary surplus year with 
total expenditures or 44.1 billion dollars. Total expenditures i..1'.l 1950 
were 39.2 billion dollars. The increase in eJcpenditu:res in 1952 and 
1953 uas 21 .. .3 11:nd 8.9 billion dollars respeetively.. The iriain reason for 
· the increase was due to increases in defense spending--inereased govern-
me..."1.t purchases of goods and servJ.ces. Mine"been · hundred and fift:.y-two 
and 195.3 were def:i..cit ye::n--s. In 195.3, budgetary spending was at a 
record height, of 7 4~3 billion dollars whieh added to the existing 
inflation. Increasing government expenditures at a level of full 
employment would tend to result in increases in price levels. 
Usually such a poliey is to alleviate a. business depression. This is 
often called "compensatory spendingtt because it is argued that the 
policy of government borrowing and spending may increase general pur-
chasing power to such un extent as to compensate for the decline of 
private borrowing and spending to which the depression may be 
attributed.1 
All of these factors worked together in 1951, 1952 and 1953 and 
added. to the inflation. 
In 1954, there ua.s a tall in government spending by 6.5 billion 
dollars. This can be said to be one of the possible reasons for a fall 
in production along with the inventory readjustment. There was a fall 
in total government expenditure on the one hand, whereas . the System, on 
the other hand,. had to reduce the discount rate and reserve requirements 
to ease credit and reduce unemployment. So here fiscal policies and 
monetar--j' policies Yere not e~rdinated. 
lsloon and Zurcher, ~ictionaz:y .gl Economfos · (New York, 1957), 
P• 89. . . 
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There was a further reduction in government spending by 3.2 billion 
dollars .. This action of government was this time coordinated with 
monetary policy which was directed toward tightening credit by increas-
ing discount rates from time to time during this year. 
1956 
This was a year in which there w·as a budgetary surplus of 1.6 
~oillion dollars, but total spending went up by 1. 9 billion dollars. 
There uas a reduction in public debt; monetary policies were mostly 
coordinated. Nineteen hundred and fifty-six was a year in which the 
policy of the System was to cheek inflation, but still, wholesale prices 
tvent up to 122.2 from a level of 117.0 in the previous year. 
When government budget is at a level of about 17 percent of gross 
national product, any change in fiscal policy would most likely have a 
considerable effect on the economy. There were many occasions, as dis-
cussed in Chapter II, when the System had to· meet the fiscal needs of 
the government from time to time. Such a policy under the existing 
inflationary situation would add to an inflation instead of checking 
one. 
Income,. Corporate Profits and Unemployment 
Explanation of this indicator is given below in undeflated figures. 
However, the income figures in real terms, taking into consideration the 
wholesale price index of each year with 1947-1949 as constant, were 
241.2, 260.0, 274:o3, 271.0, 292.7, 300.4 in 1951, 1952, 1953,. 1954, 
1955 and 1956 respectively. 
In 1951, national income stood at 277.0 billion dollars, total per-
sonal income at 255.3 billion dollars, and corporate profits at 18.7 
billion dollars. The economy was at a level of relatively full employ-
ment. Unemployment was only 1. 8 million. 
~ 
National income and personal income figures in 1952 were 290-.2 and 
271.S billion dollars respectively. Unemployment had fallen to 1.6 
million which would indicate that there ws a. eontinuous·expansion in 
the economy:, taking into account the draft for the Korean War. 
WJ 
In spite of the tight money policy that was in force in 1951, 1952 
and 195.3, there was an expansion in national income by 11.9 billion 
dollars, -w:hile corporate profits inereased o.6 billion dollars. 
Unemployment "Was at 1.6 million which would .indicate as in 1952 that the 
economy was working a.t a more than full employment level. This would 
imply that there was an optimistic outlook of producers and a high for-
eign and domestic demand for U .. s. goods and services. 
~ 
Nineteen hundred and fifty-tour was a year of inventory readjust-
ment and a fall in government spending; there was a fall in :production. 
Unemployment consequently reached 3.2 million, but i.t still may be said 
that the economy was at full employment. Increasing unemployment and . 
falling production made the System alert to the dangers of a depression 
and led to a eompara.tively easy money policy... There were reductions in 
discount rates and reserve :requirements resulting in an increase in 
production and income to1.1ard the lattf::;r part of 1951"~ Still, national 
income fell by 3.1 billicin dollars in. 1954..-
National income rose by 25.1 billion dollars; personal income rose 
by 18. 5 billion dollars. Unemployment declined and reached 2.6 million. 
Monetary policy once again was to check inflationary expansion; dis-
count rates were raised four times in 1955 .. 
Nineteen hundr(i3d and fifty-six was an inflationary yea,r. Discount 
rates rose twice in 1956. Prices went up faster, at a rate of .3.6 }.)er-
cent (all commodities); unemployment stood at 2.5 million. Corporate 
profits were 21.0 billion dollars in both the years, 1955 and 1956. 
From the above discussion it is evident that the period from 1951 
to 1956 was an inflationary one, exeepting a mild slow-down of 195L~. 
Price Index 
The wholesale price 1.ndex shows e. fall in 1952 and 1953. A rise 
took place from 1951} onward in the price of all of the commodities. If 
farm nrices are excluded, there have been increases in price index of 
all commodities: 11}.2, ll4.0, 114 .• 5, 117.0 and 122.2 in 1952, 1953, 
1954, 1955 and 1956, respectively. Du.ring all these years a fall ha.s 
nevertheless been recorded in farm prices. 
The reason for a fall in f.9.rm prices and fall in farm income was clue to 
25 percent drop in farm exports and a price depressing bulge :t:n farm 
production. Farm surplus was one of the problems.2 
2Eoi:~Yll~, "Business Round Up,tf December, 1953, p. 28. 
Industrial Produetion 
Indus.trial production rose in all the years excepting 1954.. The 
index rose by 4 peree1:it, 10 percent, 14 percent and 4 percent in the 
years 1952, 1953, 1955 and 1956; it fell by 9 percent in 1954, a 
recession year .. 
Recession was primarily du.e to inventory readjustment - defense pro-
duc.tion was easing and outpu~ of capital goods fell 10 percent from 
April, 195.3, to March, 1954. 
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There was a fall in government spending in 1954which had an effect 
on demand and production. Due to high demands for goods and services, 
production went up in 1955 and 1956. Prices went up, and once again, 
the problem of cheeking inflation 11as faced by the Sy:::tem. 
Other Financ.ia.l Institutions 
The present economie role played by fiooneial institutions other 
than commercial banks i8 of great iro.portance. Life insurance companies 
and saving and loan associations constitute the greatest part of non-
bank financial institutions. Total assets of life insurance in 1951; 
1952, 1953, 1954; 1955 and 1956 were 68,278; 73,375; 84.,486; 90,432 and 
96,011 million dollars. The assets of sa.ving and loan associations 
amounted to 19,222; 22,660; 26,73.3; 31,736; 37,719 and 43,098 million 
dollars. Each year such an expa.ns5-on of assets adds to the existing 
demands .for goods and services and., thus in a. period of relatively full 
employment of resources, lead to a:n increase in prices. 
Total federal business type activities increased by 2-1/2 times in 
six years and total assets reached 66,019.5 million dollars in 1956. 
3Ibid. , 1954, p. 27. 
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The forces of expansion ·were powerful that even in 1954, there was an 
exp.-:,msion j_n fina:n(!:lt1l assets. Moreover, corporate ussets and dividends 
increased :i.n each year adding to the pressu1:'e on the price. 
CHAPTER IV 
ENFORCEMENT AND OUTCOME 
Nineteen hundred and forty-nine marked an upturn from a recession; 
1950, the beginning of the Korean inflation; 1952, the "filling out 
againn of the post war boom; 1953, a year of readjustment; 1954, a 
slight dee.line in national income., and 1955 and. 1956, a :resumption in 
growth of national income. 
Looking to the inflationary period of 1951 and 1952, it is easy to 
understand that the war economy led to inflation~· The economy was 
expanding until the latter part o:f' 1953. Nineteen hundred and fifty-
four, especiallY'the first half of the year, was a recessionary period 
when compared to the rate of expansion in 1951, 1952 and 1953. This 
reeeasion was primarily due to inventory readjustment, a fall in govern-
ment spending, ease in defense production, and a fall in outpu·t of 
capital goods by 10 percent in about twelve months. Contraction in 
steel and automobile production was responsible for most of the dip in 
retail sales. In all, cutbacks in defense, automobile., steel, paper-: 
board, shoe and tire production, together with a modest decline in 
personal income and consumer spending for goods, can be said to be t:he 
reasons for the decline in the industrial production. Nineteen hundred · 
and fifty-five and 1956, as was noted before, were years of recovery. 
A rise in exports had provided an unexpected stimulus to the economy • 
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Spending increased at the expens,3 of personal savings which dipped from 
8.6 percent of disposable income in the first quarter of 1954, nearly to 
the "norlil/'ll 11 :rate of '7 percent in the second quarter. Thus it was con-
sumer, not business or government, who led the recovery to the quite 
consternation of the remaining apostles of pure Keynesianism.l 
Easy money was the order of. the day until April, 1955. There was 
no inflationary danger in sight a11d the government was consistently 
running deficit. 
During 1951, the only measure taken was raising the reser,re 
requirement to the maximum. limits. It was a step to cheek inflation. 
In January, 1951., total loam, and investment fell by 1. 7 billion 
dollars, but still, thoy ,.,re.re at a.bout. 4. 7 billion dollars higher than 
in 1950. Total deposits a:nd currency went down by 1.8 billion dollars 
in J·anuary, 1951; the figure was higher by 5.2 billion dollars than the 
January, 1950 figure. Grosr1 national product, income and the price 
indices -went up in about the same proportion as they did in the past. 
This shows that this rise in the reserve requirements did not check very 
effectively the expansion possibly due to the expansionary forces being 
powerful. Required reserves went up by 2,lh6 million dollars, and 
hence, it checked the possibility of credit expansion proportionately. 
Excess reserves started falling from January to Jv..ne,. It can be said 
th(;l.t expansion would have intensified in January, 1951, had there been 
no increase in reserve requirements. 
In January, 1953, there '\JaS a rise :tn the discount rate by 1/ 4 per-
cent. Tota.1 deposits and currency fell by 2. 2 billion dollars in 
January; however, it was higher by 10 billion dollars than in the same 
period of the prevlous year. Another rise in total deposits and 
lFo,,.tune, "Business Round Up, 11 August, 1954, p. 23. 
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currency started by June, 1953. Total loans and investments decreased 
1mtil JunE~, 195.3$ However a rise was noted from July, 195.3 up to the 
end of the year. Borrowing by commercial banks from the Federal Reserve 
System in 1953 was at the same level as 1952, i.e., at 0.8 billion 
dollars. 
In February, 1953, the reduction in margin requirements shows that 
the System wanted to ease the situation in the stock market. The corn-
posite stock index began falling from January, 1953. Until the end of 
December, 1953, prices did not reach the level of December, 1952. Row-
ever, these both actions, one of raising discount rate in January and 
lowering margin requirement in February, ,1ere contradictori; policies. 
By the second half of 195.3, inflation was in check. 
In 1954, a :recessionary tendency was visible. Falls in employment 
figures, indus·trial production and income led the System to follow easy 
money policy. Unemployment reached 3.2 million. Discount rate in 
Februar-J was reduced by 1/ 4 percent. and a further reduction by 1/ 4 per-
cent in the discount rate followed in April, 1954. In J1me and July 
there was a reduction in reserve requirements. Recovery started by the 
latter part of 1954. Total deposits and currency increased du.ring all 
the months of 1954; by 9.1 billion dollars in 1954, compared to 5.3 
billion dollars in 195.3, and 10.5 billion dollars in 1952. 
This recession was mainly due to inventory readjustments and cutbacks in 
auto, steel, paperboord, shoe, etc. Defense production was easing out. 
A rise in export provided an unexpected fillip to the economy. Reduc-
tion of reserve requirement added about 1,555 million dollars to avail-
able bank reserves. This means an increase in bank lending power by 3 
billion dollars.. Main reason to reduce requirement was to support ne,,,r 
treasury financing expected early in August.2 
2Ibid., p. 25. 
re is evident that the action -taken to check this mild recession 
was very qu.ick. The reason may be a fear of depression. Unemployment 
of 3. 2 million can still be said as a full employment economy. 
In 1955 and 1956, a change in the discount rates wa.s the only 
merrn1n"e to.ken to cheek inflation. The discount rate reached 3 percent. 
All of the t3conorrlc indicators were going upward. Inflation was not 
ch.ecked even b:, the enc7- of 1956. Inflation did not make the System as 
alert as did the recession. It shows that the fear of depression was of 
much more concern than inflation even though the existence of either one 
may have adverse consequences on the state of business aotivity.3 
Why Such an Expansion? 
Whenever there is a high demand for goods and services, production, 
income, employraent and profits 1ncrea se together -with rises in prices, 
in turn lea.ding to an inflationary trend. That was the basis of infla-
tion during the period. 
What Type of Demands? 
There was a der,:w.nd not only domestic but also .for•eign for American 
goods and services. There was a general shortage of dollars all over 
the world. All of the foreign countries, especially the newly develop-
ing ones, needed American goods and servtces.. Domestic demand was high. 
Domestic demands can be divided into two parts: public and private. 
Both were high .. 
JF1uctuations in the level of prices are assumed to be undesirable 
since these changes in the value of money, among other things, increase 
entrepreneurial uncertainty about the future and cause unnecessary 
redistribution of j_ncome. 
Government Spending 
A rise in government spending and a deficit budget added to the 
inflation. This is a. measure o:f depression.le, At the same time there 
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was a continuous increase in public debt. Government had to borrow from. 
the System from time to time. All of these :factors added together added 
to the inflation. Such government actions (whieh add to inflation) 
weaken the actions (-which oh.eek inflation) taken by the monetary author-
i ties because one adds to the stock of money and, hence, to prices and 
the other tries to reduce the same. Monetary actions supported by 
government, therefore, achieve the desired results better and faster. 
Use of Weapons 
Central bank actions ,-1ere not as active in inflation as they were 
in 1954. It has been very cautious in using the }reapons. No drastic 
steps were taken. Probably the rear that depression ma:y develop was· a 
dominant characteristic in policy. No doubt, with increasing popula-
tion, an increase in production and progress in the economy is needed 
but not an inflation 'With increasing prices. Monetary weapons were used 
to a very limited extent to check infla. tion. It is quite possible to 
use two or three weapons at one timet if needed, to cheek inflatio~, but 
such a use of the weapons was not made. Inflation was checked in 195l}, 
but it was not ma.inly due to the use of tho weapons but. due to 
4Usually such a poliay is to alleviate a business depression. This 
is often called "compensatory spending'' because it is argued that the 
policy of gove:"nment borrowing and spending may increase general pur-
chasing power to such an extent as to compensate for the decline of pri-
vate borrowing and spending to which the depression may be atti~ibuted. 
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readjustment in inventory and. a fall .in government spending. A mild 
slow-down in the economy was termed a recession in 1954, but the writer 
wm11d term it as a check of inflation. 
At t:1Jr.,efri an easy money policy was i'ollowed to meet the seasonal 
needs. Usually such a policy :i.s needed to avoid economic collapse, but 
under inflationary conditions such policy is not a necessity and only 
gi,res impetus to the existing inflation. 
When expa:nsion.su:·y forces are strong, a 1111.ld use of weapons can not 
be vel4y effective. No doubt, there was some effect, of the m;e of the 
weapons. Perhaps we can say boldly tht1t :tf these weapons were not l:used 
the inflation might hF1.ve been more. 
CHAPTER V 
SUMMARY AND COiJCLUSION 
An increase in reserve requi1~em.ent and discount rates ua.s princi-
pally used by the System to check the inflationary trend. L~ 1954, the 
inflation ·was checked. However, the increase i...>1 unemployment led to a 
fea.r of depression and an easy money policy was followed. In 1954, a 
reduction i..n. reserve requirements and discount rates was helpful in 
mitigating the downturn. The downturn in 1954 had possibly come from 
fall in governmental spending as well as from the inventory readjustment 
especially in the automobile and steel industry. Open market operations 
of the Federal Reserve, however, were used to a limited extent. A 
tight money poliey was followed in 1955 and 1956 to dampen the infla-
tionary pressure .. With member banks in possession of adequate e:x:eess 
reserves, there was little use made of borrowing from the System. 
The force of the economic expansion was :ire.inly due to the demands 
of the u. s. goods and services in natio11al and international markets 
and the high level of governmental spending and demand for defense 
purposes. 
It is extremely difficult to accurately measure the effects on 
business activity exerted by certain monetary policies. For instance, 
the increase in business activity or contraction which can be attributed 
to one weapon or the other in virtua.11¥ impossible to assess. There is 
always a problem. in that many factors opera.ting together produce the 
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results , and to determine t he :i.nf l uonce exerted by each f actor see'TIS an 
impossible task. One must consider the whole complex of monetar y and 
fiscal measur es , how t heir implement ation influences the economy as 
indica tcd by changes in a y::articular criteria of policy. This, to a 
limited extent , the author has tried to do. 
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APPENDIX 
APPENDll A 
GROSS NATIONAL PRODUCT AND ITS COMPONENTS 
(Billion Dollars} 
1951 1952 1953 1954 
~-. 
Gross National Product 328.2 346.t .. 363 .. 2 361.,2 
Personal Consumption 
Expendi tu.re 208.3 218 .. J 230.5 236.6 
Durable Z7.l 26.6 29.8 29.l~ 
Nondurable 111.1 116.1 119.1 120.6 
Services 70.1 75.6 81 .. 7 86.6 
Gross Private Domestic 
Investments 56.9 49.8 50.3 1.,,8.4 
New Construction 23.3 23.7 25.8 27.8 
Residential 11.0 11.1 11.9 13.5 
Others 12.4 12:.cS 13.8 14.3 
Proo.ucers Durable 
Equipment 2.3.2 23.1 24.3 22 .. 5 
Change i:n Business 
I11ventory 10.4 3.0 .3 -1.9 
Ifonfa.rm only 9.0 2.1 .9 -2.4 
Net Foreign Investment .2 -.2 .-2.0 -.4, 
Government PurchatY,,s of 
Goods and Services 62.s 77.5 84.4 76.6 
Federal ,41.,0 5Li,.3 59.5 l1B.9 
State and Local 21.s 23.2 24 .. 9 27.7 
1955 
391.7 
254 ... 4 
35.6 
126.0 
92.8 
60.6 
32.7 
16.6 
16.1 
23.7 
4 .. 2 
4.0 
-.I+ 
·n.1 
1>6.B 
.30.3 
Source: (1) 85th Congress, First Session, ~q:qqr~ig !Pilic~, 
Ja.nuar-1, 1958. 
1956 
L~t. .• 7 
267.2 
33.9 
13.3.3 
99.9 
65.9 
33.3 
15.J 
18 .. 0 
28.1 
4.6 
5 .. c 
1.4, 
80.2 
L;,"l.2 
33.0 
(2) Board of Governors of the Federal Reserve System, Federal 
!!'i!!s1ene Bulletin, Washington, D. c., April, 1957, p. L.,'TJ. •. 
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APPENDIX B 
NATIONAL AND PERSONAL INCOME, CORPORATE PROFIT, 
POPULATION, AND UNEMPLOYMENT 
National Income (billions) 
Total Personal Income 
(billions) 
Disposable Personal Income 
(billions) 
Corporate Profits (billions) 
Population (thousands) 
Unemployment Civilian Labor 
(thousands) 
Per Capita Disposable Peroona.l 
Income {1951 prices) 
1951 
'Jt77.0 
255.3 
226.1 
18.7 
154,.360 
1,879 
1,534 
1952 
290.2 
271.8 
237.4 
16.1 
157,0215 
1,673 
1,548 
1953 
.302.l 
286.0 
250.2 
16.7 
159,6.36 
1,602 
1,592 
1954 
.' 299.0 
f' 
287.4 
254.5 
16.0 
162,a.7 
3,2.30 
1,586 
Source: 85th Congress, First Session, ~oonomic Indicator, January, 1958. 
1955 
324.l 
J05.9 
Zl0.2 
21.0 
165,270 
2,654 
1,660 
1956 
343.6 
.326.9 
2S'7.2 
21.0 
168,174 
2,551 
1,708 
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APPENDIX C 
GOVERNMENT EXPEi'lDITURE AND RECEIPT, AND PUBLIC DEBT 
(Billion Dollars) 
1951 1952 1953 195Li- 1955 
Net Receipts! 47.6 61.4 64.S 64.7 60.4 
To·te.1 Expenditurel 44.1 65.4 74.'J 67.8 64.6 
Balance 3.5 -4.0 -9.4 .... J.1 -4.2 
Public Debtl 255.3 259.2 260.1 271.3 274.4 
u. 8., Government 
Securities Held by 
Federal Reserve 
Banks (end of 
December)2 23.8 24.7 25.9 25.0 24.2 
Source: ls5th Congress, First Session, Economic Indicator, 
December, 1957. 
1956 
68.2 
66.5 
1.6 
272.8 
24.s 
2Board of Governors of' the Federal Reserve System,. Federal 
B,eserye Bulletin, Washington, D. c., August, 1957, 
p .. 946. 
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APPEtIDIX D 
INDUSTRIAL PRODUCTION AND CONSUMER, WHOLESALE, 
AND STOCK PRICE INDICES 
1951 1952 1953· 1954 
Total Industrial Pro-
duetion (1947-49 = 100) 120 124 134 125 
Wholesale Price (1947-49 = 100) 
1. All Commodities 114.8 111.6 110.1 110.3 
2. Farm Product 113.1 107.0 97 .. 0 95.6 
3. Other Than Farm 115.9 11.3.2 114.0 114.; 
Consumer Price (1947-49 = 100) 
1. All Items 111.0 113.; 114.4 114.8 
2. Only Food 112.6 114.6 112.s 112.6 
Stock Priees (1939 : 100) 
1. Composit Index 184.9 195.0 193 • .3 229.8 
1955 
139 
110.7 
89.6 
117.0 
114.5 
110.9 
304.6 
2. Total Manufactures 206.8 220.2 220.1 271.,3 · 374.4 
Source: (1) 85th Congress, First Session, Economic Indicator, 
December, 1957. 
1956 
143 
114.3 
ss.4 
122.2 
116.2 
111.7 
345.0 
438 .. 6 
(2) Board or Governors of the Federal Reserve System, Federal 
Reserve Bulletin, Washington, D .. C., August, 1957, p. 9/J,. 
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APPENDIX E 
DEPOSITS, TOTAL CURRE!~CY IN CIRCULATION, LOAMS AND INVESTMENTS, 
RESERVES, 00:MSUMER CREDIT AND BORROWING BY BANK 
1951 1952 1953 1954· 
.-
Total Deposits and Currency (billions) 199.9 200.4 205.7 214,8 
Demand Deposits 98.2 101.5 102.5 106.6 
Time Deposits 61.5 65.8 70.4 75.3 
u. s. Government Deposits .3.9 5.6 4.s ; .. 1 
Currency in Circulation* (millions) 29,206 J0,43.3 .30,781 30,509 . 
Loans and Investments (billions) 132.6 141.6 145.7 155.7 
Loans 57.7 64.2 67.6 70.6 
Investments 74.9 77.5 78.1 85,.3 
Required Reserve (billions) 18.5 19.6 19 .. .3 18.5 
Excess Reserve .8 .s .7 .7 
Consumer Credit Outstanding (millions) 22,617 27,401 31,243 32;292 
Borrowing at Federal Reserve 
Bank (millions) .3 .s .8 .1 
Source: (1) 85th Congress, First Session, Eoonomig Ingj.cator, December, 1957. 
1955 1956 
221.0 226.4 
109.9 111.4 
78.4 82.2 
4.4 4.5 
31,158 30,9S5 
160.9 165.1 
82.6 90.3 
78.3 74,.8 
18 • .3 18.4 
.s .6 
38;648 lil.,865 
.6 .13 
*(2) Board of Governors of the Federal Reserve System, Federal Reserve. I3_ulletiri, Washington, D~ G. 
August, 1957., P• 929. ~ 
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APPENDIX F 
TOTAL ASSETS OF LIFE INSURANCE COMPANY, SAVING AND LOAN 
ASSOCIATIOl~, CORPORATIONS, FEDERAL BUSIMESS 
TYPE ACTIVITY MID CORPORATE DIVIDENDS 
1951 1952 1953 1954 1955 
(Millions) 
Total Assets of 
1956 
Life Insurance! 68,278 73/375 78,5.33 84,486 90,432 96,0ll 
Saving and Loan 
Association1 19,222 22,660 26,733 31,736 37,719 43,098 
Total of Federal 
Business Type 
Activity 
51 
(a.ssets)2 26, 74/i.. 29,945 38,937 41,403 45,304 66,019.5 
(Billions) 
Corporate Cash 
Dividends) 9.1 9.0 9.3 9.9 n.o 11.9 
Current Assets 
or Corpora-
tions'.'f 179.1 186.2 190_.2 194.6 214.6 202.8 
Source: lBoo.rd. of Governors of the Federal Reserve System, Federal 
Reserve Bulle:tfi:n, Washington, D. G., August, 1957, p. 941.. 
2J:bid., p. 943. 
3n)id., p. 950. 
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APPENDIX G 
TOTAL RESERVE BANK CREDIT OUTSTANDING 
(Including Total u. s .. Government Securities, Discount and 
Advances and All Other Items - Million Dollars) 
1951 1952 195.3 1954 1955 1956 
January 23,051 23,78.3 26,478 25,437 25,449 25.,879 
Febru.ary 23,18$ 23,904 26,.191. 25,688 25,021 25,183 
Mareh 24,150 23,270 24,927 25,.316 24,989 25,517 
April 23,560 23,632 25,546 25,382 25,070 25,lill 
May 23,481 23,152 25,5S9 25,781 24,924 25,237 
June 24,043 23,551 25,LiJ.4 25,642 24,958 25,516 
July 24,0.33 24,821. 26.,176 25,183 25,497 25,599 
August 24.,309 25.,216 25,958 24,696 25,450 25,357 
September 25,058 24,742 26,252 25,183 25,525 25,,737 
October 24,427 25,855 26.,550 25,401 25,792 25,698 
November 27,734 26,740 26,133 25,944 26,089 26,097 
December 25,009 2,.s25 26,880 26,317 26,853 27,157 
Source: Board of Governors of the Federal Reserve System, Federal 
Reser,n Bulletin, Washington, D. G., December Issues for 
Years 1951-1956. 
53 
-January 
February 
March 
April 
~y 
June 
July 
August 
Septeraber 
October 
November 
December 
Source: 
1951 
-
19,9.37 
19,53:3 
19,379 
19,126 
19,207 
19,256 
19,132 
19,262 
19,36;2 
19,585 
19,989 
20,644. 
APPEI'IDIX H 
COMSU:MER CREDIT OUTSTANDING 
(Vdllion Dollars) 
1952 1953 1954 
~ 
20,126 25,508 28, 72/.i. 
19,717 25,504 28,140 
19,560 25,946 27,833 
19,738 26,455 28,095 
20,293 27,056 28,372 
20,961 27,411 28,666 
21,213 27,581 2g,725 
23,030 27,810 28,736 
23,414 27,979 28,856 
24,050 28,166 28,975 
24,525 28,252 29,209 
25,705 28,896 30,125 
1955 1956 
37 ,8,4.8 
29.,518 37 ,L{llt, 
29,948 37,761 
30,655 38,222 
31,568 .38,919 
32,471 39,454 
32,896 39,1~74 
33,636 .39,~S 
36,161 40,0'74 
36,573 40,196 
37,114 40,631 
38,648 Ltl,863 
82nd to 85th Congress, Economic Indicator, December issues for 1951 to 1956. 
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APPENDIX I 
TOTAL STOCK OF MONEY AND TOTAL LOMJS AND INVESTMENTS 
(Billion Dollars) 
~~~~~~~~~~~~~~~~~ .... --~~~~--~~~~~ .... --~~~~ .... ~~----~~~~-·-----~~~~~--------~~~--~~~.--~~ .... ~~ .... ~~-
_ Total De;QQsits and Curre11e:v: & • lgtaJ .. _Ttoans and Investments of Commercial Banks 
1951 1952 1953 1954 1955 1956 1951 1952 1953 . 1954 1955 1956 
~.--...--~-.--·~~--~...-~~·~--.... ----~--~~~~--~ ... --~----~~~----..-----
,January 178.8 188.2 198,.2 203.5 213.4 217.2 125.0 132.S 140.$ 145 • .3 156.2 159.4 
February 178.9 1ss.o 197./.i. 202.5 212.0 216.1 125.0 132.2 140 .. 1 lL,5.J 154.s 158.4 
March 179.9 188.7 196.9 201.3 210.6 217.8 125.7 132.5 lLeO.O lLi.2.8 153.5 159.9 
April 179.S 188.? 195.4 202.3 213.0 219.4 125.4 132.3 138.5 144.1 155.5 160.1 
May 179.2 189.3 195.3 203.6 212.6 217.4 125.1 133.1 1313.5 145.'7 155.6 159.7 
June 180.8 191.4 196.6 205.3 21.3. 5 219.? 126,0 134.4 13fs.O 146.4 155.3 160.0 
.July 180.8 19.3.4 201.3 204.9 214.6 217.5 126.1 136.8 1,4.3 .2 11.;.7.3 157.0 159.6 
August 181.6 193.l 201.1 206.3 211+.2 219.l 1;27.0 136 .. 6 llJ.1 149.5 156.7 161.0 
September 13.3. 8 194.2 20L.1 207.7 214.8 220.1 128.6 137.1 1/JoO 150.6 157.3 162.0 
October 185.8 196.1 201.7 211.4 216.7 220.9 130.5 139.,4. 143.9 154.1 158.9 162.5 
November 187.l 198.9 203.6 211 • .3 21?.2 222.9 1.31.9 11,_1.? 145.5 155.7 159.4 163.0 
December 189.8 200.4 205.7 213.7 221.0 226.4 1.32.6 llj,1.6 145.7 155.9 160.9 165.1 
Source: 82nd to 85th Oong-.ees::i, ]ig.onomiJ! J;.ru:1igator, December Issues for Yea!'s 1951-1956. 
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